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IV FINANCIAL ANALYSIS

2,080
6,722

2.970
9,598

S~ction 61.49(g) of the Commission's Rules pro\ides that a new service must be
projected to •• generate a net revenue increase .• measured against revenues generated
from aU services subject to price cap reaulttion, and calcubted based upon present value·
- within the lesser of a 24.month period after an annual price cap tariff includlng the new
seMce takes e8"«t, or 36 months from the date the new semce becomes efl'ective."

In conformance with these requirements. AT&T analyzed the effects of Prison
Coll~t With Controls service on AT&T's net revenue for services subject to price cap
regulation. For this lnalylis, the revenues for the propo$ed new service were determined
in Section mabove. Changes in switched seJVlces expenses and lnvestments were
de....eloped using the Nttwork Cost System (" NCS"). Acce$a expenses were determined
by multiplyiJ1j the projected changes in annualiz~ switched services demand by the
average exchangt carrier access rates. Changes in billing and collection expenses were
detc.rmined by multiplying prqjceted changes in the number of mes!~Beg by tho estimal~d

per message biUing a.t1d coUection costs. Nonrecurring expenses were estimated by
multiplying the projected demands for these element! by their respective nonrecurring unit
coats.

The result., dlspla)'ed in Table 3 below, show that ArkT's net revenue for
ae",keJ subject to price cap regulation are projected to increase on a cumulative present
value bS$is within the 36-month period after the projected September I. 1994 effective
date of the proposed new servi~.

TABLE 3

36-Month Net Revenue Test
($ in Thou$ands)

First Second Third
~ ~ Year

Changes in Annual Revenues 10,848 16,867 24.096Change in Annual Cost 10,482 16,239 23.101Change in Net Revenu~ ~66 628 995Present Value Change in
Net Revenues 3~6 53)
Present VAlue ChB.nge in 756

Cumulative Present Value 346 879 1,635
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INMATE RFP COMMISSION ANn SIGN UP INCE.NTIVE OFFERED

, 5:000 I, I
32.555 'North American

- ::c::s:

MINIMUM ADVANCE SIGN UP
COMPANY % COMMiSSION COMMISSION PAYMENT INCENTIVE

AT&T 46% 1,633,000 1,633,000 0

Local & LD 46% 158.000 15~,OOQ

1,791,BOO IJ91,000
._-

CCC 43% 1st 3 yrs ',440,000 0 1,000,000
LocaL & LD 45% last 2 yrs .J.6P.OOQ - 0

1.8000,00 ],000,000
.-

Oateway Technologies 41% 1,800,000 1,800.000 1,s00.000
Local &LD 55<Yo 1 2QO.OQQ 0 0

2,000,000 1.800.000 1,500,000. -l--LeI International 28% 1st yr 28,000 0 0
LD only 30% 2nd yr i

32% 3rd yl
'-- .-

LVDS World Com, 60% 1,360.000 1,)()O,OOO °Locol & LD

MCJ#l 54% 1,797,477 1,797,477 463,000
Local & LD 54% 124,912 .-l1.1~1.2 _-2

1,972,389 1,972,389 463,000
-

Mel tl2, tD Oilly 54% 172.R61 172,861 0

North American InTel 41% 1,800.000 1,800,000 1.500,000
Com., Local & LD 40% 100,000 --ULQJW.Q Q

t- 1,900,000 1,900,000 L,500,OOO
-

Pacific Bell & GTE 4 Jll/o 1 1,750,000 3.500,000 ·2.000.000
Local only 41 °/0 I .. ..

J~~ -.32.555 . 5;000
],782,555 3~5J2,555 2,005,000

1-----... -----
Schlumberger/G10hal 41% 1.000,008 0 a
Tel+Link 50% 80,008
Local & LD 1,080,008

-_.-
Pll'l Bell & GTE PH 41% 1.750,000 3,500,000 2.000,000
AT&T GTE41% i 32,555 .12,555 5,000

j AT&T44% i 152.02,2 ----l22.Jm _-11
~--_._. 1.934,577 3,684,577 2.00S.000--,.

Pac Be\! & GTE
I

P13 4 \% i 1,750.000 3,500,000 2,000,000
Mel GTE41% 32,555 32,555 5,000,

I
Mer "d% 172,861

+
172,B61 Q

1.965,416 J,705,416 2,005,000
~----"'-' 4.__• _____ .,~ .•. ' •.•. '_'_"'~,.>.,_,_._~_,____.

Pac nell & GTE PU 41% 1,750,000 3.500 000 ' 2 000000
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